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Report to SEcretary, Department of Defense; by Elmer B. Staats,
Ccmptroller General.

Issue Area: Accounting and Financial Reporting (2800).
Contact: Financial and General Management Studies Div.
Budget Function: Miscella-.eous: Financial Management and

Information Systems 11002).
Organization Concerned: Departuent of the Navy.

The system design for General Accounting at Naval Air

Stations (Class II) was approved although it lacked adequate

fund control. This is a result of Ccngress not appropriating
adequate funds to make a necessary accounting change.
Findings/Ccnclusicns: Approval was granted with the

understanding that the accounting procedures would be changed
when permitted by Congress. The system design deviated from

accrual accounting principles ty charging travel expenses at the

time travel crders are issued. Also, locally administered

service and real property facility contracts and orders under

$10,000 were simultaneously obligated and expensed. Approval was

granted with the understanding that handbook revisions affecting

the above practices would be iv$lemented. Approval was also
given with the understanding that separate fund accounting
control will be maintained for maintenance and repair of real

property and all cther purposes as agreed upon by the Navy.
Pecommendaticns: The Department cf the Wavy internal auditors
should periodically review the system, including the required
design changes, tc assure that it is operating as designed.

(Author/HT i)
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The Honorable-
The Sccretary of Defen:e '

Attcntion: Ansist~ant ,;:cr(rtary of l)efr:nse 

(Comp trul ler )

Dear !,r. Secrctarv:

It ls mr pleas;ure to apprv,)C Ihe sy5).t..,n esiqr for Cer:ncr. Il &cc:,,n':-

incl at t:av,! Air Stat nons (C!as,. Ii), sublnItt;d to tis fur p;,:'',tl cr,

August 19, 1','77.

In evailuatinfj the sytztte .(esijl, -1ookd at ,bclutoitic tI -.

processing aspects priririly to (letermine their ad::q,;7c. as t: , inte-rn:,

controls, audit trails, d.t:a inrttegrity, and consistenc'y vsittl the

accoimrting specifrictionS.

This system design i_ one of several Defense systems 'nsich lac'k

adequate fund control as a result of the Conjgress not ,lproJpr atinq Uile

fiir.ds rcquircd to .ake a neesnarv accouJntinlq chea". This nroc:i;r',

which could resullt in the overobligation of funds, invoJ..s tile ,fii iurc

of the appropriated fund organization to obligate its funds for itcms

ordered from the local stock fund that aire not normally carried bv the

stock funds. As you knov, ')efcrrise brouc!,h this to ti,c atL.:nt;iru :; e

Conqress hut was denied thec additional funds to correct the problem.

In view of the above, we are granting approvdl of 
this system design

with the understanding that you will 
change your accounting procedrwes

when permitted to do so by tlhe Congress.

The system design deviates from accrual 
accounting princir)les by

charging travel cxpcnses at the time the travel orders are iss Ifd. Ir,

addition, locally ,admin'stered( servic,: and rcal propertv fc'litvy cor:-

tracts and orders under $10,000 are .imtultldlCously ot:1 i atel and oxpcnflscd.

This approval is granted u i!.h the undrrstarnding that the F-:bruairy 25,

1977, revision made in the Department of lDcfcnse Accountin Cuidanee

Handbook requiring that (1) travel be recorded as -xpeise in the ,c',~ourtinq

neriod in which performance occurs and (2) local ly admi n st:red service

and redal property facility contracts and orders 
under 13.000, ratiter

than under $10,000, be simultaneously 
obligated and expensed, will be

implemented.
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fl:1(1 .:,,'yJl , r.: F ;.:..liL .;.nJ for /j ) i-.;irirf. . :; '; rlr ro.:; ." ' - r

of r:.; j ;r s::r. .;;: (2 ) .il ' J : r,;, .ss ,i .;c:'i por, iy L C ly,vy

in its ]cttr to ,.JI of :.1j. 16. 11'7(.

To, --iI n: *± in ;-¢' : . ppr', r fl ;i tltj, n f the: dr, inri , ola rned ci. rrjer,

-:!' -:1 b .';.: .; i. ;r r: "rcs!..'-iV adr, if dee-n.";d . igni. f 'crnt,

sub',j it3", ,jr:;'a;. 'v for ,l;r',', !.

*:: : r:: p!r'. .:;:'J to not': t'.>t ilJu $S. S('. . S in o;p,-r;Jti i;; . We iigJgest

TI t ;'. !);;,ar.' . . of tthc :- inrtrn; :rs ;r: r -i ! viic

t!I, ,, l r'.;.; t .r . " ftin ' nv to

,jSa.-I : L;.t i1; ; i.t s e,;:-r.L i, ., ie ,;::(. \.t ome: f. t;re ,..% e wc wiil

Cx,: ;ilIr: Ce!( ^tt
: d o;'a.: i(Y Z t; Ir vste:. . ,!ndJ ,idvi2O' v, ( '1JiS Lo i. r It

is .fu-c l; f 2c^(' . : ' inr .rto:,r ,."rc: it 'I Ihs .z tp;,rov;!.

IP'me:, (.xpr'e::; oar ;:>;.r:: . : ti~ :;,: te Il.lvy .;lff for their cooper.:-

tijri i [ . ,- ev, l.,L ],,: [;rr,:',' ¢'.- c;.;L;_and 'tl'i- : - ::.y for th.: proc;r, ss

,'.;2 -,: 6t 9 t

Co.;;;," L]; C(:''. ;; !

of tLe. United S3l4ters
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(Relief for Natalie A. Cornforth from Liability for Funds Stolen

from a Locked Desk]. B-189795. September 23, 1977. 3 pp.

Letter to Heather L. Ross, Deputy Assistant Secretary,
Department of the Interior; by Paul G. Dembling, General

Counsel.

Issue Area: Personnel Management and Compensation (300).

Contact: Office of the General Counsel: General Government
Matters.

Budqet Function: General Government: Central Personnel
Nanagement (805).

Organizaticn Concerned: Geological Survey: Alaska Distribution

Section, Fairbanks, AK. -
Authority: 31 U.S.C. 82a-1. 54 ComF. Gen. 112. 54 Comp. Gen.

115. B-184274 (1975). B-182590 (1975). E-182477 (1974).

B-161457 (1977). 7 GAO 28.14(3).




